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The First National Bank
& Trust Company

SCOTT L. GRAHAM ~ November 23, 1982
Chairman of the Board

Mr. Paul A. Volcker, Chairman
Board of Governors of the
Federal Reserve System

20th & Constitution
Washington, D.C. 20551

gg 3 Wy 9¢ AON 266l

Dear Chairman Volcker:

Beginning December 31, 1982, reports of condition and income

filed by federally insured banks quarterly will include a supplement
reporting all past due data and other non-conforming loans.

June 30, 1983, this information will be available

Beginning
we are all well aware,

to the public. As
this evolved out of the debacle of the Penn
Square situation and the attendant difficulties which it has created
for several larger banks throughout the country. For some time I have
observed the legislative process, and it would appear that each time
an individual bank fails,

there is a plethora of ensuing legislation.
Much of this is brought about,

I feel, by the failure of the regulators,
who cry for additional legislation to give them the power they need to
assure the country of a sanitary banking community.

Strangely, however, with all of the gnashing of teeth over impro-
prieties in the banking system, I have never heard of a bank regulator

or examiner losing his job because he did his job poorly, which any
reasonable man, I believe,

would have to agree could at least contribute
to major bank failures.

Along with this, there are some 14,000 differen

t banking institu-
tions within the United States,

and this number of institutions creates
some insulation and padding one from the other, so that all do not make
the same mistakes at the same time, and that the failure of one or more
within the system may be absorbed by the others with relatively little
injury.

Most importantly, however, has been the integrity and confidentiality
between the bank, the regulatory and examining bodies, and the customer.
The disclosure requirements will negate that confidentiality for the
customer, and do considerable injury to a process which in the past has
allowed injured banks the time, space, and opportunity to heal its wounds.

POST OFFICE BOX 70 - BROKEN ARROW, OKLAHOMA 74012 - 918/251-5371
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November 23, 1982

The Honorable Paul A. Volcker, Chairman {;%}:

Board of Governors of the Federal
Reserve System

20th & Constitution Avenue, NW

Washington, DC 20551

Dear Mr. Volcker:

You have been one of the few courageous leaders of our
time by calling for and implementing policies essential,
though painful. You have also said that the pain will have
to be shared by all, and there has been a tremendous amount of
suffering by millions of Americans and American business, as
well., Therefore, I am shocked to read the remarks attributed
to you in the enclosed Wall Street Journal article. How can
you even, as a political expedient, justify "white washing"
the international loan situation in fact recommending a double
standard of accountability for the large international lenders.
It is particularly inappropriate to allow the large banks to
boast of huge earnings increases and in the case of one of the
most vulnerable, to state publicly that they will return 18%
on equity over the decade of the eighties.

Mr. Volcker, when the little people of this nation who
have been crushed over the last several years -- when the small
businessmen, thrift industry executives, home builders, farmers,
etc., learn that you are proposing a double standard, they will
have a right to react in disgust.

It's time to stop the dishonesty; stop the bankers from
the major money market banks from stating that countries don't
default; time to make them take orderly write-offs; time to
stop accruing interest that can't be paid! 1In this way, our
citizens will have confidence in government and will, in fact,
be willing to suffer. Double standards lead to suspicion,
selfishness and chaos, and gives license to everyone to develop
his or her own standard of conduct.

IVB BUILDING « 1700 MARKET STREET « PHILADELPHIA, PENNSYLVANIA 18103
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November 16, 1982 3/55

Okirman Paul A. Volcker

Federal Reserve Board

20th St. and Constitution Ave. N.W.
Washington, D.C. 2055].

Dear Sir:

Have read some newspaper accounts of talk by a few
elected officials toward curbing independence of the
Federal Reserve Board.

I feel political intrusion might be a grave mistake
and would appreciate information as to what private
citizens can do in support of the Board's present status.

Sincere%/j

Wellioh y%ﬁ?‘%

William P. Scott, Jr.
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ROBERT W. FRICK CASHIER'S DIVISION
Executive Vice President
and Cashier

November 22, 1982

The Honorable Paul A. Volcker

Chairman

Board of Governors of the
Federal Reserve System

Washington, D.C. 20551

Dear Chairman Volcker:

Bank of America requests that the Federal Reserve
Board consider the matters discussed below before estab-
lishing any reserve requirements on the new deposit account
announced November 15, 1982 by the Depository Institutions
Deregulation Committee ("DIDC"). In this Bank's response
to the DIDC's request for comments, we recommended that
depository institutions be granted maximum flexibility
to design the new account themselves. Only by allowing a
truly deregulated account could DIDC have permitted
depository institutions to offer accounts "directly equi-
valent to and competitive with money market mutual funds",
as required by the Garn-St Germain Depository Institutions
Act of 1982 (the "Act"). 1In light of the restrictions
and limitations imposed by DIDC on the new account, we
urge the Board to avoid imposing non-earning reserve
requirements on the new account.

Exemption from Reserve Requirements. If the new
account is subject to reserve requirements, it inherently
cannot be equivalent to money market mutual fund accounts,
which are not subject to any reserve requirements. For
this reason alone, the Board should not impose any reserve
requirements on the new account. Moreover, the Act does
not compel the Board to impose any reserve requirements
on the new account. The only reference in the Act to
reserve requirements is in § 327(c) (3), which specifies
certain conditions under which the new account must be
exempt from transaction account reserves. The Act does
not specify any other type or level of reserve require-
ments. As a legal matter, therefore, the Board is not

required to establish reserve requirements on the new pA U/[/l?

account.

BANK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION - BOX 37000 - BANK OF AMERICA CENTER * SAN FRANCISCO. CALIFORNIA 94137
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The Honorable Paul A. Volcker
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The minimum opening and maintenance balance require-
ments, as well as the other limitations placed on the new
account by DIDC, make it impossible for it to be equivalent
to money market funds.

With the possible exception of the provision allowing
unlimited transfers by telephone (which we address below),
DIDC placed such stringent restrictions and limitations on
withdrawals from the new account during a statement cycle
that customers will be compelled to use the new account
primarily as an investment vehicle in the way savings
accounts are now used. The primary motivation for customers
to place funds in the new account will be its high yield and
its liquidity. Customers will tend to see it as a higher
yielding alternative to savings accounts. Indeed, we expect
a considerable portion of savings accounts in depository
institutions to be converted to the new account. Since
the new account must be used analogously to a savings
account, the same reasoning that justifies a zero reserve
requirement for savings accounts should apply.

Telephone Transfers. If the Board determines that
allowing unlimited telephone transfers from the new
account during a statement period will cause the new
account to be a transaction account, i.e., a reasonable
substitute for checking or NOW accounts, we recommend
that depository institutions be permitted to contract
with their customers for both a "transaction" and a
"non-transaction" version of the account.

The non-transaction version would not be subject
to transaction account reserve requirements and would
permit a maximum of six telephone transfers during a
statement period. The transaction version would be
subject to those reserve requirements but would allow
unlimited telephone transfers to other accounts of the
holder or to third parties, if permitted by DIDC.

Both versions would allow unlimited withdrawals
in person at a bank office, from an automated teller
machine, or by mail or messenger. The limits established
by DIDC on transactions of other types would, of course,
apply to both versions of the new account. We stress
that the only difference in the two versions would be the
applicable reserve ratios, which would be keyed to the
telephone transfer privileges for which the customer
contracts.

Enforcement of the Transaction Limit. If the trans-
action limit 1s exceeded in any month on a non-transaction
version of the new account, we recommend that the depository

BANK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION - BANK OF AMERICA CENTER - BOX 37000 - SAN FRANCISCO, CA 94137
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institution holding the account be required to maintain
transaction account reserves on balances in that account
for the rest of the reserve period in which excess with-
drawals are made. At the beginning of the next reserve
period, the depository institution should be authorized
to treat the account again as a non-transaction account.
We believe temporary treatment as a transaction account
is the only fair procedure, since a customer has little
or no control over the date drafts are posted. For
example, if a payee holds up a draft, the customer could,
entirely inadvertently, exceed the limit in one reserve
period while falling below it in a previous reserve period.
The DIDC recognized that this situation would occur and
required institutions to contact customers in such event.
If the account were required to be treated permanently

as a transaction account thereafter or some other penalty
imposed, both customer and depository institution would
be penalized for the actions of a third party. Temporary
transaction account treatment will avoid this unfair
result and also ensure that the transaction limit is
enforced equitably by all depository institutions.
Alternatively, the Board could require period averaging
of transactions which would tend to minimize violations
of the maximum number permitted per period.

Interest on Reserves Against the New Account. We
believe the only way to make the new account equivalent to
and competitive with money market mutual funds is to avoid
placing any reserves on the account. Nevertheless, if the
Board should decide to impose a reserve requirement on the
new account, we urge the Board to pay interest at a market-
determined rate on those required reserves. It would then
be possible for depository institutions actually to offer
a deposit account directly competitive with money market
mutual funds, or for depository institutions to absorb the
costs arising from reserve requirements. We are not aware
that payment of interest on those reserves would have any
adverse effects on monetary policy implementation.

We strongly urge the Federal Reserve Board to avoid
any restrictions that would inhibit the new account and
violate the Congressional mandate in the Garn-St Germain
Act to provide an account that is "directly equivalent to
and competitive with money market mutual funds."

Sincerely,

WL

R.W. Frick
Executive Vice President
and Cashier

RWF : mg
BANK OF AMERICA NATIONAL TRUST AND SAVINGS ASSOCIATION - BANK OF AMERICA CENTER - BOX 37000 - SAN FRANCISCO,CA 94137
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Mr, Paul Volker, Chairman
Federal Reserve System
Washington, D, C, 20051

Dear Mr, Volker:

I wish, as a citizen, to write to you and commend you on your past strong
stand in fighting inflation, I suppose you get few fan letters from ordinary
citizens such as myself, You have devoted great effort and in many cases been
attacked for your determination to reduce inflation to modest amounts, I

want you to know that I realize that you have actually made what money

I have and what savings I have worth more in the process, That is the

bottom line to me and the country, Thank you,

It is my perception that the public and the politicians no longer feel that
inflation is a problem but that the tool that you used to fight inflation
is the ‘problem=--high intesest rates, I do personally now wonder if we
wouldn't be batter off with lower interest rates, something down near the
inflation rate to see if inflation can be stablised at about the inflation
rate, Let me mention as a consumer I need much lower rates in order to

buy a car or a home which would help the economy, Our local rate is still
around 16 Z except on special car models or something like that,

I believe that a independent Federal Reserve Policy is best for us but I

am concerned that if interests rate aren't dropped by the Federal Reserve
then the congress will begin to control them, You are in a better position
than I to know what can and can not be done in this situation but I hope

that you will find the evidence of decreasing loan demand and a flat economy
encugh to justify lower interest rates soon, It seems to me that soolxe~ cr
later we have to see if lower interests will raise inflation or not, by
trial and error, If lower interest rates did not raise inlfation then there
would be no harm trying them, If lower rates increased inflation then the
rates could be again raised., In the meantime hower the lower rates could give
a much needed boost to the economy, I think,

I tried to understand the latest inflation figures and according to my
understanding one of the main itises imn the components was in medical
expenses with a rise of 112, I wonder if it is realistic to think that
medical costs can be in centrol by interest rate contrel, I mean that
component is controlled by the industry of medieine and the cost of new
equipment and cures, Therefore I wender if a rise there sheuld be cosidered
te have the same weight as the ether cemponents, I alse understand

that the eil market will be soft the next couple of years so energy

costs should be flat, Feod costs are ceming dewn due te low prices

for farmers and this makes many famers and ranchers need loans te survive,
They must alse need new interest rates to help them survive,

Since you have done such an effective job in fighting inflation I

wender if perhaps the problem of inflation is behind us and indeed the
problem is becoming high interest rates, It appears to me that a 162
interest rate could also be construed as a factor in driving inflation up

I




I am getting ahead
en it so hard,

Treésponsibility for
wender if you have
control

at

Sure that is important any . longer, 1 also wonder ' I interest
rates can be had with no increase at all in inflation, appears to me
that the possibility noy exists ¢hat yYou might drop interest Tates
significaityr without any increase in inflation at all, With likely
lower oil Prices, lower food Prices, and the like indeed
almost zero inflation even with an interest rate drop muc
we have had. in the last fey weeks, I hope you wi1i not be offended by this
letter or by any question Or suggestion that I have,

You have done markable good job for which hardly any one has given you
Proper credit and 1 doubt that they wili, You have turned the inflation
picture upside down and restored us to an almost stable condition in
the inflation picture, You have won that battle and I hope you wi11
continue to make the right decisions regarding the present situation,

I think is ig ver
control, I hope that ¢t
policies ang more cooperation
of all our government leaders
pProblems by a route that is a

I hope that You will soon be able to lower the discount rate even more
than in the recent past, '

I admisre your sucess and ave lewer inflation and a
better oppertunity for the future for peeples savings and needs,

I hope te that you understand the man in the streets personal problems
well enough to know that we need the lewer interest rates at the earliest
time that yeu feel we can have them,

of the toughest jobs you have done
an extra outstanding jeb for us, I hope you continue to fingd the job
You are deing rewarding, I am a personal fan of yours and I personally
appreciate what you have done for our country, It has been difficult
I know, God bless you in your 1ife and work,

Sincerely,
i
immie H, Rogers

Yy
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Mr. Paul Volcker, Chairman
Federal Reserve Board
Washington, DC

Dear Chairman Volcker:

I suspect that the Chairman of the Federal Reserve Board
receives very few letters from lay members of the general
public. I have two reasons for writing this one.

First, let me say that as a private citizen who is neither
an economist nor involved in banking or finance, 1 am
most grateful for your courage, and position of principle,
in endeavoring to control the growth of money supply to

a rational relationship with the nation's production of
goods and services.

Stick by your guns! My only uneasiness, which I confide
to you as a supporter, is that the growth in money supply
presently runs somewhat ahead of gains both in produc-
tivity and GNP. I would feel even more reassured if money
supply growth was at the low end of your selected range,
even though this resulted in greater pain for the time
being. However, I have confidence you have good reasons
for what you are doing.

Second, is a matter of semantics and nomenclature on which
1 would really appreciate your view.

Do we not cloud a correct public perception of inflation,
when the word is applied by the media and others to every
form of price increase, including those that result prim-
marily from changes in supply-demand relationships alone?

Should not use of the word inflationm, in an economic sense,
be reserved to describe only those price increases caused
rincipally by rises in the amount of money or credit placed
in circulation, which results in a fall in the unit value

of currency, and a consequent rise in prices?
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WILLIAM A. JUMP MEMORIAL FOUNDATION
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WASHINGTON. D.C. 20250

(R

Honorable Paul A. Volcker, Chairman
Board of Governors of the Federal
Reserve System

12th & Constitution Avenue, N.W.
Washington, D. C. 20551

37
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Dear Mr. Volcker:

Today, when so many mistakenly believe "bureaucrat" to be a dirty word, the
William A. Jump Memorial Award is more important than ever. We need your help
to see that young Federal career workers receive proper recognition for
distinguished service in public administration.

As you know, the Federal government must retain exceptional, dedicated young
career workers to be completely effective and responsive. Promotions, pay
raises, "perks" and benefits are not the only ways to keep them from moving to
the private sector. Bureaucrats are people, too, thus praise for exceptional
work counts, and the Jump award, the most prestigious of its kind, is a kind of
"Academy Award" in its field of activity. A good deal more important than the
"Academy Award," to be sure, is the fact that the Jump award deals with real
life, not mere acting.

We are certain that there are career workers in your agency, under 37, who meet
the requirements of nomination for this award. We urge you to nominate one of
them as outlined in the enclosed brochure. The winner, or winners, will join a
distinguished group of "bureaucrats" who have been so honored since the Jump
award began in 1950,

The Board of Trustees of the William A. Jump Memorial Foundation is a
distinguished group and will make certain that anyone nominated by your agency
will receive careful consideration for the award.

We are sending this letter to the heads of all government agencies as we have
done in the past. Many excellent nominations have been made in the past and the
prestige of the Jump award depends upon the quality of those nominations. We
trust that all agencies will forward nominations, but we need your help--indeed
the help of all department and agency chiefs--to make this possible.

We suggest that if someone in your agency earns the Jump award gold key, it will
not only boost his or her morale, but perhaps strengthen the morale of all
dedicated civil servants in your agency. s

Sincerely,

ot Coluusts,

"ESTHER C. LAWTON, Chairman
WILLIAM A. JUMP MEMORIAL FOUNDATION
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Mr. Volcker,
Could I please have a copy of e

the report to the Fed that put
economic growth at 2%7 - Many November 7, 198

thanks,
M.G. 3[(
The Iron Law of Percentages
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Dear Mr. Volcker,

MY

You do not have the right to remain silent -

as a leader - in the face of undeniable and ominous
mathematical figures.
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The state of the economy message of January 198
spoke of 5.2% Gross National Product growth, which
would double consumption in 14 years. The mid-year
economic report downgraded such growth to 4.4%, which
would double consumption in 16 years. (Today's
economists, from Friedman to communists, still gung
ho on production,still fail to equate production
with consumption).

Obviously, if population grows by 1% (2 million)
a year, the economy would have to grow by 1% to maintain
the present uneven living standards. For how long
could 1% be sustained for the U.S. with the rest of a
bankrupt world awaiting a turn? 1% doubles in 70
years. 4.4, doubling every 16 years, would, in
only a fraction of 16 years, bring back the resource
shortages and inflation of the 1973-80 syndrome.

If the economic growth of the 1950's and 1960°'s
is no longer sustainable, it is also unnecessary.
Unemployment can be solved by limiting immigration
and population, by sharing employment, by retraining,
and by transferring unemployment compensation and other
funds to pension funds so that people can retire earlier
to make way for the restive young.

To start all this, cut out the political make-
believe and bring the real conditions on this little
planet home to everyone through realistic growth

predictions. Only then will the invisible hand
work again!

Palitely but firmly yours,

ARl &oye

Michael Grogan

Mr. Paul A. Volcker ________,————————,
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WEST VIRGINIA OFFICE £ [k LANRM AN December 3, 1982

Mr. Paul A. Volcker
Chairman
Board of Governors of
Federal Reserve System
Federal Reserve Building
20th Street & Constitution Ave., N.W.
Washington, D.C. 20551

Dear Mr. Volcker:

We wish to call your attention to a violation of banking
regulations.

It is our understanding that bank loans must be properly
collateralized and that both commercial banks and savings
institutions are restricted with respect to securities under-
writing activities.

First, we believe United Virginia Bank is providing a line
of credit to The Investment Group, Inc. (which we believe is
not registered as a Broker/Dealer with the National Association
of Security Dealers or the Securities & Exchange Commission) for
the purpose of buying shares in Viking Way Limited Partnership.

Secondly, we believe that a group of banks and S & L's are
pledging their assets for a fee through an associate (SIMCO) for
the sole purpose of raising a risky partnership's credit rating
relating to an industrial revenue bond to build a motel. If
the partnership were credit worthy in the first place, there
would be no need for this subterfuge.

We are astonished to learn it is possible to buy a high
bond rating which will permit banks, trusts and other institutions
to purchase a security which would not otherwise be considered
a legal list investment grade security.

State Industrial Revenue Bonds are not reviewed by the S.E.C.
and the West Vlrglnla Commissioner of Securities does not have
a right to review the prospectus or Confidential Memorandum.
The Mayor of the City of Martinsburg receives a salary of $100
per month. The Martinsburg City Council is also strictly part
time with varying backgrounds. In any event, the City of Martins-
burg has not made an independent review of the facts and has
relied on the representations of the promoters.

continued
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MARTINSBURG
WEST VIRGINIA

TO% Mr. Samuel R. Pierce, Jr. November 29, 1982
FROM: Mr. Frank R. Supik Page Three
RE. : Objection to Martinsburg

Application for U.D.A.G.

For five years we have been trying very hard to attract this
type of business but have had very little success. Martinsburg is
just not a destination location where people like to hold a con-
vention. The Holiday Inn System Marketing Group is well organized,
competent and has been very aggressive on our behalf. The West
Virginia Department of Economic Development has also made a mighty
effort on our behalf, but also to no avail. We can truthfully
say that the number of conventions and meetings that we have not
been able to accommodate can be counted on the fingers of one hand.
When the Washington, D.C. Convention Center is completed, it
will be virtually impossible to attract sizeable conventions. As
for small to medium size meeting and group business, we can and
do easily accommodate the modest amount of available business.

The City of Martinsburg, West Va. has been in existence
over 200 years. Its present population and business growth is
almost static. There is no present need for more motel rooms.
If the U.D.A.G. subsidy is given, the proposed motel will have
an unfair competitive advantage over us during a period of years
when I believe there will be a glut of hotel rooms in the Martins-
burg market. Common sense tells us the market will not
instantaneously double to absorb 120 rooms which the promotor
intends to build.

We are gravely concerned that if Mr. Van Wyk's 120-room
hotel is built, both our hotel and his will face going bankrupt.

Mr. Pierce, I have asked you the following question several
times:

If the proposed motel project goes forward with the encourage-
ment and support of U.D.A.G. funds, who will assist us or rescue
us from the resulting financial difficulties?

I have never received a response to this question from you
or anyone else. All eyes seem to be riveted on the 1.2 Million
Dollar Grant and how the City can get it as soon as possible,
regardless of the devastating consequences its utilization may
have on other parties.

continued
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-SOUTHERN {NVESTORS

Management Company, Inc.

1111 South Foster Drive, Suite E
Post Office Box 14244
Baton Rouge, Louisiana 70808
(504) 923-2410

October 21, 1982

Viking Way Limited Partnership
c/o Van Wyk Enterprises, Ind.

600 Foxcroft Ave.

Martinsburg, West Virginia 25401

. Gentlemen:

The Following commitment survives and replaces all previous
commitment and amendment documents issued by Southern Investors
Management Company, Inc. and Southern Investors II, a Louicsiana
Mortgage Partnership in Commendam.

| The Investment Committee of Southern Investors II, a
Louisiana Mortgage Partnership in Commendam (hereinafter referred
to as Southern) acting through its agent Southern Investors
Management Company, Inc. (hereinaiter reiferred to as SIMCO) has
approved the issuance of a collateralized Guarantee Agreement in
connection with the funding of a $4,800,000 Industrial Revenue
Bond Financing loan to be made to Viking Way Limited Partnership.

The SIMCO conditional Commitment for Guarantee obligates
Southern Investors and SIMCO to provide and furnish to vou a
‘collateralized "Guarantee" for your use in connection with the
financing of your acquisition of a five acre tract of land and
the development of a 120 room motor inn with a lounge, restaurant
and meeting-banquet facility in Martinsburg, West Virginia (the
*Premises") . “

Section 1. A. At or prior to consummation of the Loan (as
such term is hereinafter defined), we will issue our corporate
collateralized GCuarantee (the "Guarantee Agreement®™), which shall
be acceptable to you, setting forth our unconditional undertaking
promptly to guarantee your obligations under the terms and
conditions of the Bonds (as such term is hereinafter defined)
upon request of the holder(s) thereof if (a) during the Guarantee
Period (as such term is hereinafter defined) an event of default
shall have occurred under the Bonds. The Guarantee Agreement
will be secured by a pool of mortgage backed securities or
Federal National Mortgage Association conventiona .
Morfqaqe:ﬁackedAgecuf%f%EET'wHTEﬁ Enall D¢ acceptable to you,
having a fair market value at the Commencement Date (as such term

-
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October 21, 1982
. Page 2 of 6
e * 3

is hereinafter defined) of not less than $7,560,000 (150%) and at
all times thereafter during the Guarantee Period of not less than
150% of the outstanding principal balance of the Bond Financing
-Loan (collectively, the "Guarantee Security®™). The Guarantee

- Security will be owned solely by us, free and clear of all liens,
claims and encumbrances, and will be freely transferable. The
Guarantee Security will be pPledged to the Bond Trustee (as such
term is hereinafter defined) during the Guarantee Period.

B. If you elect to finance a bond purchase under a
Repurchase Agreement, it is understood that Loan documentation
shall provide that a Repurchase Default may, at our option,
constitute an event of default under the Bonds. g

C. On or before October 30, 1982, we will furnish you with
evidence, which shall be acceptable to you, demonstrating (i) the
commitment of a pool of single family mortgage backed securities
or the commitment of Federai National Mortgage Association to the
creation of the Guarantee Security, (ii) our due authorization to
consummate the transactions contemplated hereby and (iii) the

- commitment of our Savin S _and Loan Association artic%gants, to
provide the coIIateraI-?or the Guarantee gecuriE?ﬁ , s

. -~ D. We understand that it is presently contemplated that the

- Loan will be consummated on or before April 1, 1983 and we will
take all steps necessary to facilitate such consummation, and the
performance of our obligations under this section, on or before a
date specified by you (which may be no sooner than December 20,
1982, nor after January 20 1983.) Time shall be of the essence
Wil respect to performance of our obligations hereunder.

_Section 2. As used herein, the term.'Loan' shall mean a
- loan of $4,800,000 to you from the city of Martinsburg, west
‘Virginia (the "City") upon the following terms and conditions:

2 © %, {a) Security: The loan shall be evidenced by the
'~ . Bonds and secured by (i) a first mortgage lien against
" "the Premises and (ii) a security interest against
certain personal property to be located within the
- 'Premises and your interest under the Management
*.Agreement from Hotel Investors Corporation or any i
alternative management group approved by SIMCO. You
are to provide a three (3) year guarantee to cover any
~negative operating cash flow deficits in a form . - .
- acceptable to SIMCO. This 3 year guarantee is our only
recourse to Viking Way Limited Partnership
. Age’s e - : b, L ee sy { . .
- {(b) Term: Not more than 28 years following the
. . period of construction (not to exceed twenty-four (24)
,:_,months); J G N T L A A, P . . e :

- ’e - o
» 2'd

} cw=w,
ol

| S

a b -
T - . * g '

.
. - 3-® . . . . Bl
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Viking Way Limite ‘Fartnership
October 21, -1982 :* .. 2
‘Page 3 of 6 o

~»

(c) Repayment: Interest and principal monthly in
installments of constant (level) payments of pr1nc1pa1
and interest, payable monthly, based upon an \
amortization schedule of a full 30 years, S e

~
-
-

(d) Interest Rate: The interest rate for the
Loan shall be negotiated by you with the Bond ,
Underwriters, but at no time shall the rate exceed 75%

of the prime rate charged from time to time by Chemical -

Bank, New York, New York (" Chemical Bank'), or 12% per
annum, whichever is greater. A ‘

3 (e) Prepayment: The Loan shall be subject to
- such prepayment rights as may be acceptable to you,

s LR

(f) Loan Serv1c1ng- Unless the Bonds are held by

- a single party, the Loan shall be serviced by Peoples
Bank of Charles Town, West Virginia; or such &
servicer as may‘be 3*51gnat;arby SIMCO ‘

(g) Hazard Insurance° The Loan documentation,
-:shall provide for fire and multi-peril insurance
policies in the amount of the full insurable value of
the Premises, copies of which shall be made available
,,to us_ upon request, ANA | s Cm S e S8, % B it Tl s,

L LTS e

(h) Compliance with Internal Revenue Service ¢
; Regulations- The issuer of the Bonds shall be required
"at all times to comply with the Internal Revenue Code
of 1954, as amended, and the regulations promulgated
thereunder, pertaining to 1ndustr1al development bond
.issues. . O TR NP ey B C 0 - e K

oy - # : \ i -
. - . " b » - X - S~ : .- Fe
=% P s = ’ ) T’ : .‘..4" i 2 kb ““ '--"t-‘:"- 3% . o et ',"- ’.' "-"‘V.., :

; : ,h-, .
.,,- -0 P L - ? sl o’

N e v“' ?:kv

‘As used herein, the term 'Bonds -shall mean the 1ndustr1al

. deve10pment bonds issued in connection with the Loan, and the -
~term "Investor"™ shall mean the party or parties to whom the Bonds ;
are issued or by whom the Bonds are at any time held : . :

. éf Section 3: ‘As used herein, the term"Guarantee Period'

- 8hall mean the period commenCing on the date (the "Commencement
Date") upon which the Loan is consummated (whether or not funded
in full) and ending on the 15th anniversary of the Commencement
Date. AR ARER S T4 % G gt B Tk o 2 . oy uis D b o, : ;

-+

. gl i e B s WY T, MURRRY R R MR GO W
. s ‘ - "1" o

3 2o, Section 4 ' Our’obligations under Section 1 hereof shall be iR

‘“'conditional on the following.. o, B BT R oo A S TS T S SRR

v glel, o "l .'.-"""' Saent o e TN QLA e siv M

sV

P SRS R S

.
.08 s e

"',”,1Af' ; (a) Reasonably satisfactory evidence of the
,”?;:-, availability of (1) $1 000 000 1n pro;ect funds derived

\.

Ny o . co he ‘ ; D Lt
e le ; ‘ . ' i ‘
) Bty

gitized for FRASER
ps://fraser.stlouisfed org

R . ‘ AR e 2 : A Cqw. e

e S




“.

Viklng Way leite Partnershlp
October 21, 1982 -~
Page 4 of 6

from the v.S. Departhent of Housing and Urban
Development Urban Development Action Grant,

(b) Reasonably satlsfactory evidence of your
~ equity capitalization in an amount of at least
- $1,000,000, or an alternative source of such funds by
equlty contrlbutlon, loan and/or otherW1se-

-
>

| (c) Complxance Wlth appllcable regulations of the
Y.B. Government and all laws, ordinances, codes and

- yegulations, if any, of any other governmental entity
appllcable to the Loan and the Premises; ,

- -

o, (d) Existence of a management agreement (the
- *Management Agreement®) affecting the Premises between
you (or your designee) and Hotel Investors Corporation
, or another hotel management firm acceptable to SIMCO, ;
. as the case may be, : R : :

et e

R

-

: (e) Recelpt by SIMCO of a Commltment for the
fcollateral required under the Guarantee Agreement from
“‘our Savings and Loan Association part1c1pants on or
before October 30, 1982; Plogs Spen® i iea. i TR

_ (£) roval of Documents-.-All documentation for
the Loan s 11 be reasonably satlsfactory to our legal
.gﬂ_counsel,; # ey & A o Rl Y s B b iy o R R

" N ; . oL .
,...‘ 52 3 Leray i S P " -"_:' ' - . ¢ 2y . by
: S S ] - 5 .

< i - {qg) Organlzational Documents-” The'iSSuer of the
'QQ_Bonds shall be duly organlzed and subsxstlng,

- (h) Title Insurance-' Borrower shall furnlsh
L Z.SIMCO and the Bond Trustee a Title Insurance Policy in
‘ the amount of the real estate portion of the "Security"
C -provided for in the loan as free and clear of all
* 1iens, rights of way, easements and encumbrances -
{unless otherwise approved in writing by SIMCO, which

aapproval shall not be unreasonably withheld) lncludlng .

L -

.~ Mechanic's Lien protectlon, -written by a Title
~Insurance Company that is acceptable to SIMCO, °
-providing for pending disbursement endorsement,
- insuring over usury. A current survey of the :
'Securlty is to be furnished within a reasonable tlme
.._' prior to the date of closing. The survey shall show
,,~‘w~4a) dimensions and total square feet area of the real”
estate, (b) interior lot lines, if any, (c¢) dimensions
-,'?and locations of improvements, (d) parking areas and
- easements, if any, (e) location of adjoining streets, .

vy 20X
' .
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Viking Way Limite “Partnership
October 21, 1982 ~ 5
~Page 5 of 6 :

and (f) other details as to the real property as may be'
| requested by SIMCO. o ,

(i) Closing Documents: At the time of closing of'the
Loan, we shall recelve' bl 3 T e o T

e

(i) True, correct and complete coples of all
" 'Loan documents-

. . P . ‘. .
v . o B & Akt _-,“.g.-- ~ . I~

ey (ii) ‘An oplnlon of legal counsel, reasonably
. .acceptable to us, that the Bonds, mortgage, and
+any other security instruments have been duly _
executed and delivered and are valid and legally
binding obligations of the obligor thereunder and
are .enforceable in accordance with their terms,

-and we shall provxde, ~es s by wwr.

a & A - . ._g..':;v..-(

!t' ( --‘ 9-..,

o Mg

3rff (111) A Guarantee Agreement and Guarantee
~Security in form and substance acceptable to you
and the lender. _,s,izoz-t: e s e

Se gpue oo

gt p ol 2 = o
<5y _-'

e .-'“-(j) Appralsal-. SIMCO shall have been furnlshed
" Appraisal of the collateral for this loan from an e
- Appraiser acceptable to SIMCO sufficient in value
,,, conclusion to satisfy the requirements that SIMCO's
::* -loan does not exceed ninety percent (90%) of value of

e’ Siriol

By the 'Securlty .(?;;3;5533;;;,~.§:ﬁf.j“_&‘ty;ﬁ’;nﬁﬁgﬁi:Q;f'

& Sectlon St In con81deratlon for performance of our
obllgatlons hereunder, we shall be pa1d durlng the Guarantee

Perlod the followlng° _; ;f_; ,Ml,“.‘»_ﬁizuﬁﬂ,r;Jr:f: g:,i-f',

,-~.— - _- ,__-'.A_.- ¢ ..c'c‘l;i'.."

: (a) ‘As a Guarantee fee on” the Bonds and Loan durlng -
the term of the Guarantee - perxod the followlng fee schedule .

..3hall apply. ;,“Qwﬁ:\_‘ﬂt_.ftﬁ g o ﬂ:zy . x_g‘_ A2 ,:ﬁ. s
< .».,.. . s 3 . - A - .- - .

T

,:4 'm-‘.u. R T Y R . '-‘47 - e

v . .-.—

"gj“ﬁ;?«Year-‘l t~f= A fee of '1. 35% per’ Annum (*)
TLl0TTY Year: 2=5 = A fee of _1.20% per Annum (*)
ot ';m@,a“tn Year: 6-15 = A fee of 1, 00% per.Annum (*)
.-':"‘;;"?%M iz < . =2y -s*h X e T R e, T H' o .
(‘)A the fee shall be computed and pald monthly based on the fair-
-7 market value of the Guarantee Security as of the -
;“ -'Commencement Date, provided, however ‘that if at any time the
fair market value of the Security declines and additional ;“~Q;,*
"Security is required the Guarantee fee will apply at ‘the ~ =
';»;»w...same rate on the fair market value of the additionally . P S
“¥we-required Security. If the Security requirement is reduced :
during the Guarantee period the required Guarantee fee w111

e
\ -t

S apply correspondlngly.ﬂ'_.*_,J_Ja. ol R VR
. t":""-.'{ - et “ 2e -dd.lg”
e Lre A .‘l LTS L ‘. S (et ._"v,l " i .
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. Viking Way Limite'\rartnership
October 21, -1982 -~ g
.. Page 6 of 6 LR

5 (b) - As commi tment fee, $100 800 this fee is payable
to SIMCO as follows- W™ R e SR S ~

-

$50,400 Payable with the acceptance of thls j

~ " commitment. -
$50 400 Payable from the loan and Bond proceeds.

: (c) As contlngent fee, if, as and when avallable, an
-amount equal to ten (10%) percent of the net adjusted cash
flow payable from the net cash flow retainage as provided
“"for under the proposed syndication structure. This payment
is subordinated to: (a) all operating costs, (b) a maximum

. fourteen percent (14%) preferred return to investors and,
tx(c) the Hotel Investors Corporation management fees, (d)
,.debt service on the loan, (e) guarantee fee (f) debt serv1ce‘

~on any UDAG loans. A h‘jJ§ﬁ3J _ ,fJV\,AL_K: o ¥

_— v & . v s
e . . - . - Aok

Sate, Sect1on 6 If, for any reason whatsoever, you are unable to
consummate a Loan on or before April 1, 1982 due to our failure
. to perform each and every obligations hereunder as and when
required to be performed by us, then and in any such event, the
4 Commltment Fee shall be refunded to you promptly upon demand

‘,,9.’-.

.l’

S Sectlon 7. Thls letter shall be governed by and construed
3=, under the laws of the State of Louisiana appllcable to agreements
L:'made and to be performed wholly thereln. T Iy PO BN : .

" q “5 - - O - 9%y ‘4
. o e w—v p g7 e = vy sy K
A s gy, 4 ’ ““"J"‘ .-q N, ‘5

"‘.f?*: Sect1on 8 ‘No term or prov1sion of this letter may e

s

by the partles hereto.;,-'_4,J”,,_,g11;4 ; ,M.@o-biigJ;,\,uafm,

&’ * e ae "t P® %l %

waived or modified except by written lnstrument which is executed

_rsection 9. . SIMCO has entered 1nto an agreement with North
e — g

October 31, 1982. SIMCO reserves the right to assign this
.ﬂrﬁ,; commltment and its rights hereln to the Assoclatlon.;.::, e 3
: > f ’ . B IERy. . ﬁ ks e e IR Lt en 3

’-w-Sectlon 10. - If Viking Way leited Partnershlp is unable to.

e ..aP
"

 demonstrate a reasonable source for the repayment of the - 3

~.‘outstanding balance of the bond issue at its maturity, SIMCO wlll

provxde at the request.of Viking Way Limited Partnership a.
*gap-loan" commitment. ~“The fee for such commitment will be 2! of

:the proposed loan amount. 'The remaining loan terms are to be _ .. .. .-

fnegotiated between SIHCO and Vlkxng Way lelted Partnershlp.{g.

.\,'J b OTiep Vo i PR s %
, '-v-aq t P L : e AT AL -'-* .

Section 11 "In the event our guarantee is in’ fact called

upon by the bond holders you must pay 75% of Chemical's prlme’g- g

e

"'rate on amounts.you owe €0 WB. , - . ;oY nTLn ol e sl L
. ' ; wls® 0 et s iR -y g'.‘u": I "-:-:" i #hy ,»”;‘:..".,' .

¥ ) ’..‘ ~- )“"
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~ Viking Way Limite“\Pertnership
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‘-

Section 12. In consideration of the ®"Special Collateral
Pledge or Bank Letfer of Credit" to be provided, it is assumed _
that the bond rating is not to be less than an "A". If the bonds
are assessed at a lower ratin Borrower ‘may cancel this
COmmltment and all f ees paid CG“Eh prompﬁly refunded.

This commitment letter and consummation of the transactions
contemplated hereby have been duly authorized by our board of
directors, and are permitted under all applicable laws, codes,
rules and regulations and our charter and bylaws.

If the fore901ng is acceptable, klndly sign a copy hereof
and return it to us not later than October 15, 1982. Upon
receipt of this commitment duly executed, it shall be considered
. in full force and effect to Aprll 1, 1983

b"

Very truly yours.

..-. SOUTHERN INVESTORS II :
a Louisiana Mortgage Partnership
in Commendam

Hariéy A. ’Rennhoff “President
~Southern Investors Management
s Company, Inc. (SIMCO)
ACCEPTED

RVIKING WAY LIMITED PARTNERSHIP
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An international agency should be ereated (Ageney), with the format
of the IMF, or perhaps linked to it, like the "General Agreement to
Borrow", founded by Western industrialized governments on a pro-rata
basis. The Agency should "buy" from the banks all loans outstanding to
the LDC at a small discount, payable in three years at a minimal interest
rate, let us say 2% (they can afford it, after all, they created the
problem).

The Agency should investigate immediately to the fullest extent
the financial situation of each country in default. A plan should be
created, that each debtor-country should start to repay the loan and
interest in kind with whatever resources they have. Let us stockpile (even
if we don't need it now) all the copper and tin we can get from Zaire and
Bolivia. Let us fill to the hilt all our selt mines with Mexican oil, and so
on. We must bail out the banks and the countries anyhow, let us have
something for it. It is still better that these commodities stay with us, then
it should be delivered as payment for some Eastern Bloe countries (as was
the case in Egypt, Cuba and Argentina).

Besides the monetary values of these commodities, there is also a
tremendous strategic value. It will keep a lid on undue inflationary price
increases, knowing there is a huge stockpile in government warehouses
which could be thrown on the market. (True supply-side economies). It will
also prevent any future oil embargo, knowing we have 2-3 years supply on
hand.

Agrarian countries like Argentina and Brazil, should give as payment
all the meat, lard, butter we can stockpile, even Polish ham. Those items
that we do not wish or cannot stockpile should be distributed as gifts
among the poor countries in Africa, East Asia and Central America.
Imagine how many friends the United States will gain. This will have a
much greater effect than the usual foreign aid. The publicity and debates
in Congress, ete. degrades the recipient country.

Part of the payment should be in loecal currencies, for which we
could buy services we could use, like transportation, ete.

The LDC's will benefit even more from this plan. All those
presently unemployed miners, roughnecks and lumberjacks besides being a
political time-bomb, add to the present economic stagnation. If these will
be reemployed, the economies of those countries will start moving again,
will begin to import...

As for- the future liquidity of the LDC's, each request for a loan
should be submitted to the Agency. As it maintains accurate finanecial
records of each country, (with right of on the spot examination), they will
be best qualified to judge the creditworthiness of each country. If one
steps out of line, and austerity measures have to be imposed, the Agency
can impose it, unlike a private banker. Imagine a banker should tell "His
Excellency, the Finance Minister" how his country should be run. He
neither dares (afraid of losing the customer to the competitor bank) nor is
he qualified. The authority of the Agency would have added weight.
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o Reached an Accord with the Swiss which removes the haven of
the Swiss secrecy law from those who would trade on inside
information.

Progress is also being made in facilitating corporations' ability

to communicate with their shareholders, despite the high percentage
of securities registered in nominee names; and also in simplifying
and improving proxy statements; and SEC releases (in order to obtain
greater substantive input from investors, issuers and others).

Greater reliance is also being placed on private-sector self-
regulation, under the SEC's oversight. For example, the accounting
firms which audit most publicly-owned corporations' are now on a
three-year peer review cycle. The purpose of these reviews is to
assure high auditing standards. They "pay for themselves" by
reducing auditors' risks of liabilities to those who rely on their
audits. The exchanges and the over-the-counter markets are also
enhancing their electronic surveillance systems and transaction
audit trails. 1In addition to exposing possible manipulation and
insider trading, audit trails reduce securities firms' transaction
reconciliation costs. Effective self-regulation results in better
regulation, greater investor protections, lower Commission expenses
and more efficient markets.

The Commission is also spending more time listening and initiating
action in response to investors' and issuers' needs and interest.

It has recently held the first Government-Business Forum on Small
Business Capital Formation; a Research Forum at which leading
securities analysts recommended improvements in the SEC's disclosure
and rulemaking practices; a conference on major problems confronting
financial institutions and markets in the 1980s; and one with 37
countries' securities regulators on the problems and benefits of

the increasing internationalization of securities markets; and is
holding a round of meetings with the Fed, FDIC, FHLBB, Comptroller
of the Currency, CFTC and other agencies with which we have over-
lapping jurisdiction; the executive staffs of the exchanges; and
with associations which represent investors, analysts, industry

and the legal and accounting professions.

For the past year, the Commission has also been advocating a task
force under Vice President Bush to simplify and improve the regulatory
structure of the financial service industries and capital markets.

The prospects are favorable that the task force will be launched
shortly.

I would sincerely appreciate your suggestions for future SEC efforts.

Sincerely,

I~

ps://fraser.stlouisfed.org
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December 7,

The Honorable Paul A. Volcker

Chairman

Board of Governors of the
Federal Reserve System

Room B-2046

20th & Constitution Avenue, N.W.

Washington, D.C. 20551

Dear Chairman Volcker:

On December 3, 1982, the Consumer Bankers Asgocia-
tion wrote you to request that the Federal Reserve Board
rescind its imposition of the phase-down "surcharge" on the
new money market deposit account and remove all reserve
requirements on nonpersonal money market deposit accounts.

It has come to our attention that the Board is
considering the endorsement of an amendment to the Garn-St
Germain Depository Institutions Act of 1982 that would
exempt the money market deposit accounts from the transi-
tional provisions of the Monetary Control Act of 1980. We
believe this legislation is unnecessary, since the Monetary
Control Act already requires that the phase-in provisions
not be applied to new accounts such as the money market
deposit account. Furthermore, we believe that any
legislation addressing this issue should not focus on any
single type of new account, but should encompass all new
accounts created after April 1, 1980.

The Board apparently takes the position that the
various new deposit accounts authorized by the DIDC,
including the money market deposit account and the All
Savers Certificate, do not constitute "accounts which are
first authorized pursuant to federal law in any state after
April 1, 1980." The Board has therefore applied the
transitional provisions of the Monetary Control Act to these
various accounts. As a result, member banks are maintaining
significantly higher reserves on these new accounts than are
nonmember banks. This inequitable situation must be
rectified immediately.

1300 N. 17TH STREET ARLINGTON, VA 22209 703/276-1750
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The Honorable Paul A. Volcker

Chairman

Board of Governors of the
Federal Reserve System

Room B-2046

20th & Constitution Avenue, N.W.

Washington, D.C. 20551
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Dear Chairman Volcker:

The Garn-St Germain Depository Institutions Act of
1982 (the "Act") directed the creation of a new market rate
deposit account that would be "directly equivalent to and
competitive with money market mutual funds." To fulfill
this Congressional mandate, the Depository Institutions
Deregulation Committee ("DIDC") recently authorized a new
money market deposit account to take effect on December 14,
1982. However, as a result of reserve requirements imposed
on the account by the Federal Reserve Board, financial
institutions cannot offer accounts which are fully
competitive with those offered by the money market funds.

In addition, the Board has imposed a reserve
requirement surcharge on Federal Reserve member banks in
direct contravention of the Congressional directive provided
in the Act and in violation of the Monetary Control Act of
1982. The interest rate penalties imposed on financial
institutions by the Board cannot be overcome unless reserve
requirements on the new account are eliminated entirely, or
financial institutions are permitted to earn a reasonable
rate of return on reserves maintained in connection with the
new money market deposit accounts. For the reasons set
forth in more detail below, the Consumer Bankers Association
urges the Federal Reserve Board to rescind its imposition of
the phase-down "surcharge" on the new account and to remove
all reserve requirements on the new nonpersonal account. We
also urge the Board to authorize the pass-through of
earnings on reserves held against the new account either
through regulatory action or through its vigorous
endorsement of S.3057 and H.R.7341.

1300 N. 17TH STREET ARLINGTON, VA 22209 703/276-1750
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The Honorable Paul A. Volcker
December 3, 1982
Page 2

1. The Board's Phase-Down Requirement Places an Unfair
Surcharge on the New Accounts Opened By Member Banks,

At its meeting on November 24, 1982, the Board
amended Regulation D to classify the new money market
deposit accounts as personal or nonpersonal time deposits,
depending upon the identity of the individual account
holders. The Board also elected to subject the new accounts
to zero and three percent reserve requirements, respective-
ly. In adopting the reserve plan, however, the Board also
decided to apply the phase-down requirements of the Monetary
Control Act of 1980 to the new account. As a result, member
banks that are "phasing down" to the zero percent reserve
requirement for personal time deposits will be required to
maintain reserves of approximately 1.125 percent on such
accounts until February of 1984. Similarly, nonpersonal
time deposits would be reservable at approximately 3.75
percent during this same phase-down period.

Beyond any doubt, this reserve requirement
surcharge is an interest rate penalty imposed by the Board
on member banks. The additional 1.125 percent reserve
requirement on personal money market deposit accounts
represents a difference of nine or ten basis points at
current interest rates. Therefore, the imposition of this
interest rate penalty further impedes the ability of member
banks to offer fully competitive deposit accounts and
further postpones the goal of competitive equality mandated
by Congress.

The Board's application of the phase-down schedule
to reserves on the new money market deposit account is in
violation of the Monetary Control Act of 1980. The Monetary
Control Act, as implemented by the Board's own regulations,
provides that the phase-down schedule "does not apply to any
category of deposits or accounts which are first authorized
pursuant to federal law in any state after April 1, 1980."
As stated in the Conference Report for this legislation,
"the bill provides that for any new types of deposits or
accounts. . .there [shall] be no phase-in period for reserve
requirements." The new money market deposit account was
clearly established by Congress this year in the Garn-St
Germain Act and the DIDC obviously created the "new account"
after the passage of the Monetary Control Act. Thus, the
Board's failure to except the new money market deposit
accounts from the phase-down schedule constitutes a blatant
violation of the Monetary Control Act and Regulation D.
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More importantly, the reserve requirement
surcharge imposed on member banks lowers the interest rate
that member banks can pay to customers and further impedes
the ability of these banks to compete with money market
funds, which have no reserve requirements at all. Congress
clearly intended the Board to modify its reserve require-
ments in order to achieve the overriding goal of a .
competitive account. The colloquy on the House floor
between Representative Stanton and Chairman St Germain makes
it clear that the absolute maximum reserve level for this
account is to be zero percent on personal deposits and three
percent on nonpersonal deposits. Therefore, in subjecting
the new account to the phase-down schedule, the Federal
Reserve Board has ignored this Congressional directive,
interfered with the efforts of the DIDC to promulgate a
competitive account, and further deprived depositors of the
opportunity to receive a maximum rate of return on their
savings. Therefore, we urge the Federal Reserve Board to
rescind its application of the phase-down schedule to the
new money market deposit account.

In response to concerns expressed about the
reserve requirement surcharge, the Board has proposed
legislation to eliminate the phase-down for reserve
requirements on personal time deposits. Such a proposal
would not address the phase-down on nonpersonal deposits and
would provide no relief for the anticompetitive effects of
the other reserve requirements made applicable to the new
money market deposit accounts. More fundamentally, we do
not -believe that legislation is necessary in this area,
since the Monetary Control Act presently requires that no
phase-in be applied to the money market deposit account.

s The Imposition of Any Reserve Requirements Would
Violate the Garn-St Germain Act.

As noted above, the legislative history of the Act
indicates that the new money market deposit accounts are to
be reservable at the level for personal and nonpersonal time
deposits. The Act itself, however, states only that the new
accounts are not to be subject to transaction account
reserves. Furthermore, any reserve requirements applicable
to the new accounts must be considered in light of the
overall Congressional mandate that the new accounts be
"directly equivalent to and competitive with money market
mutual funds." Accordingly, no reserve requirements can be
imposed on the new money market deposit accounts if the
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effect of such reserve requirements is to render the account
less competitive than the money market funds.

In analyzing the options available to the Federal
Reserve Board in establishing reserve requirements for the
new money market deposit accounts, the Board's staff
correctly acknowledged that such accounts "may be.subject to
reserve requirements within the range (0 to 9 percent)
specified by the MCA for nonpersonal time and savings
deposits." Thus, the staff clearly indicated that the Board
could apply a zero reserve requirement to nonpersonal money
market deposit accounts. In addition, the staff stated that
"at the current level of short term interest rates, a
reduction of reserve requirements to zero on nonpersonal
MMDAs would amount to roughly 20 to 30 basis points,
depending on whether an institution is a nonmember or a
member."

Furthermore, the Board's staff stated that a zero
reserve requirement for both personal and nonpersonal
deposits in the new account "would increase the
competitiveness of the instrument relative to money market
mutual funds." It is precisely this competitive equality
that is mandated by the Act. To put this 20 to 30 basis
points in perspective, it must be recognized that both
Congress and the DIDC have traditionally recognized that a
25 basis point differential is sufficient to provide a
significant advantage in the competition for consumer
deposits. Such a differential is even more significant in
the competition with money market funds for business
accounts or institutionally managed accounts where even the
slightest rate advantage frequently determines the placement
of funds.

Thus, recognizing that even a three percent
reserve requirement would impose a penalty of 20 to 30 basis
points, thereby rendering the accounts non-competitive with
the money market funds, the Board should have imposed a zero
reserve requirement on both personal and nonpersonal
accounts, as required by the Act. Alternatively, the Board
must ensure a sufficient return on reserves maintained on
such accounts to offset this penalty imposed on nonpersonal
money market deposit accounts. That is, if any reserves are
to be maintained on such accounts, the Act mandates that
such funds not be maintained as sterile, non-interest
bearing reserves.
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We therefore request that the Board reconsider its
decision to impose a three percent reserve requirement on
nonpersonal money market deposit accounts and that it
exercise its authority under the Monetary Control Act to
impose a zero percent requirement.

3e Transaction Accounts Are Essential to Compete for
Brokered or Institutional Funds.

The new money market deposit account approved by
the DIDC on November 15 restricts the transactions available
to customers to six per month. While six transactions may
be sufficient to attract some consumer or personal deposits,
this restriction on transactions makes the account wholly
inadequate for most business or institutional depositors.

Of the $230 billion currently held by money market funds,
more than $158 billion is placed by professional money
managers for themselves or their clients. These
professional money managers transfer funds between accounts
daily, and often many times a day. Professional managers
would not, and could not, accept a restrictive transaction
account such as that currently authorized by the DIDC,
unless that account offered a yield substantially in excess
of that offered by the unlimited transaction accounts of the
money market funds. Thus, no deposit account can be
"directly equivalent to and competitive with" the money
market funds in the eyes of such professional money managers
unless such accounts permit unlimited transactions.

The DIDC is currently considering the possibility
of authorizing a version of the money market deposit account
which would permit unlimited transactions. Should the DIDC
approve such a "transaction account," current Regulation D
would subject that account to a 12 percent reserve
requirement. Such a reserve requirement would translate
into a 122 basis point decrease in the interest rate that
financial institutions could offer on such a transaction
account, at the current level of short term interest rates.
Thus, even with full transactions, it would be impossible
for an account burdened by a 122 basis point interest rate
penalty to compete effectively with the money market funds
for consumer deposits, let alone for business or profes-
sionally managed deposits.
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The Honorable Paul Volcker

Chairman

Federal Reserve Board

20th Street & Constitution Avenue, N.W.
Washington, D.C. 20551

Dear Paul:

I would like to highlight the SEC's progress in 1982 and solicit
your suggestions for future Commission efforts. The SEC is coming
down hard on egregious offenders, while reducing the regulatory
burdens on legitimate corporations, businessmen, investment bankers,
brokers and advisors.

During the past year, the Commission has:

o Processed a record volume of filings and brought the largest
number of enforcement actions in several years, despite
budgetary constraints and personnel reductions.

Reduced publicly-owned corporations' (and, therefore, their
shareholders') expenses by over $350 million per annum and
increased companies' financing flexibility, through integra-
tion of their registration and reporting requirements,
without compromising full disclosures to investors.

Enabled securities firms to make better markets and improve
their services to investors by freeing-up about $700 million
of security industry capital by updating the net capital

rules to take into account the industry's improved financial
and operational condition and by permitting the use of letters
of credit for clearinghouse deposits and stock loan collateral.

Resolved a seven-year jurisdictional dispute with the
Commodity Futures Trading Commission, which has permitted

the SEC to authorize trading in Treasury, GNMA, foreign
currency, CD and stock index options, which will facilitate
government and mortgage financings, international trade and
hedging the risks of fluctuating interest rates and securities
markets.

Exempted from registration certain offerings up to $5
million and simplified the exemptions for larger private
placements. Most states are expected to adopt comparable
exemptions, which will be the first joint, state and
federal registration exemptions.
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